
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF EAST KENTUCKY POWER ) 
COOPERATIVE, INC. FOR APPROVAL OF THE ) 
ACQUISITION OF EXISTING COMBUSTION ) 
TURBINE FACILITIES FROM BLUEGRASS ) 
GENERATION COMPANY, LLC AT THE ) 
BLUEGRASS GENERATING STATION IN ) 
LAGRANGE, OLDHAM COUNTY, KENTUCKY ) 
AND FOR APPROVAL OF THE ASSUMPTION ) 
OF CERTAIN EVIDENCES OF INDEBTEDNESS ) 

ORDER 

CASE NO. 
2015-00267 

On July 24, 2015, East Kentucky Power Cooperative, Inc. ("EKPC"), filed an 

application ("Application") pursuant to KRS 278.020, KRS 278.300, 807 KAR 5:001 , 

Sections 12, 14, 15, and 18, seeking a Certificate of Public Convenience and Necessity 

("CPCN") in connection with its proposal to acquire from Bluegrass Generation 

Company, LLC ("Bluegrass") and then operate three existing simple-cycle combustion 

turbine ("SCCT") generating units known collectively as the "Bluegrass Station" and 

located in La Grange, Kentucky. Each unit has winter and summer ratings of 198 and 

165 megawatts ("MW"), respectively. The output of Bluegrass Station Unit 3 is currently 

committed to Louisville Gas and Electric Company and Kentucky Utilities Company 

Uointly "LG&EIKU") under a tolling agreement ("Tolling Agreement'') which is scheduled 

to terminate on April 30, 2019.1 Under the terms of the Tolling Agreement, LG&EIKU is 

entitled to 165 MW of firm generation and capacity from Bluegrass Station Unit 3, and 

1 Application at 17. 



LG&EIKU would be responsible for the delivery of natural gas through firm 

transportation agreements to the site of Bluegrass Station Unit 3 and for securing 

electric transmission service in their balancing area.2 EKPC also requests approval to 

assume certain evidences of indebtedness related to the proposed acquisition. The 

total price to be paid by EKPC for this acquisition is 3 

The following parties were granted intervention in this matter: (1) the Attorney 

General of the Commonwealth of Kentucky, by and through his Office of Rate 

Intervention ("AG"); (2) Nucor Steel Gallatin ("Nucor"); and (3) LG&EIKU. On July 31, 

2015, the Commission issued an Order establishing a procedural schedule for the 

processing of this matter. The procedural schedule provided for two rounds of 

information requests on EKPC, an opportunity for intervenors to file testimony, 

discovery on intervenor testimony, and an opportunity for EKPC to file rebuttal 

testimony. EKPC responded to two rounds of information requests from Commission 

Staff and LG&EIKU and one information request from the AG. Nucor did not file any 

information requests, and none of the intervenors filed testimony. EKPC did not file 

rebuttal testimony. 

The Commission conducted a formal evidentiary hearing on this matter on 

November 4, 2015. EKPC filed post-hearing responses on November 13, 2015. On 

November 17, 2015, the AG filed notice that he would not f ile a post-hearing brief. 

2 See Case No. 2014-00321, Application of Louisville Gas and Electric Company and Kentucky 
Utilities Company for a Declaratory Order and Approval Pursuant to KRS 278.300 for a Capacity 
Purchase and Tolling Agreement Final Order at 2-3. (Ky. PSC Nov. 24, 2014). 

3 On November 24, 2015, the Commission issued an Order, wh ich, among other things, denied 
EKPC's request to not publicly disclose the purchase price. Pursuant to 807 KAR 5:001 , Section 13(5), 
when confidentiality is denied, "the material shall not be placed in the public record for the time period 
permitted pursuant to KRS 278.410 to bring an action for review." As of the date of this Order, the time 
period for EKPC to bring an action for review has not expired. 
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Neither Nucor nor LG&EIKU submitted post-hearing briefs. The matter is now before 

the Commission for a decision. 

BACKGROUND 

EKPC is a not-for-profit, member-owned electric generation and transmission 

cooperative that provides wholesale electricity to its 16 owner-member distribution 

cooperatives, which serve approximately 525,000 customers across 87 counties. 

EKPC is a member of PJM Interconnection, LLC ("PJM"), a regional transmission 

organization that coordinates the movement of wholesale electricity in all or parts of 13 

states and the District of Columbia, and operates energy and capacity markets. EKPC 

currently participates in the PJM capacity market as a Fixed Resource Requirement 

("FRR") entity.4 As such, EKPC is required to submit a FRR capacity plan that identifies 

specific generating resources that provide EKPC with capacity to meet its reliability 

obligations and to satisfy its load and generation needs. The FRR plan is submitted 

annually for a period of three delivery years into the future. EKPC primarily uses its 

owned generating resources to satisfy its FRR plan. 

4 
EKPC will operate under the FAR construct until June 1, 2016. Testimony of Don Mosier, 

November 4, 2015 Hearing ("Mosier Hearing Testimony") beginning at 09:07:05. Thereafter, it will 
operate under the Reliability Pricing Model ("RPM") construct. EKPC participated in the most recent Base 
Residual Auction ("BRA") under the RPM construct. RPM entities are required to annually offer or "bid" 
power supply resources into the market that either increase energy supply or reduce demand. In August 
2015, PJM's new capacity product, designated as Capacity Performance ("CP"), was part of a BRA for 
the 2018/19 delivery year. If EKPC acquires Bluegrass Station, Units 1 and 2 can be bid into the third 
Incremental Auction ("lA") held for non-CP capacity for the 2016/17 delivery year in March 2016 and a 
second lA for non-CP capacity for the 2017/18 delivery year in July 2016. See EKPC's Response to 
Commission Staff's Second Request for Information ("Staff's Second Request"), Item 3.a.(2) . Unit 3 can 
be bid into the PJM markets for delivery following the expiration of the LG&EIKU Tolling Agreement. 
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EKPC currently owns or purchases a total of approximately 2,794 MW of net 

summer generating capability and 3,009 MW of net winter generating capability,5 

consisting of 149 at MW Dale Station, 341 at MW Cooper Station and 1 ,346 MW at 

Spurlock Station all of which are base-load coal-fired generation. In addition, EKPC's 

generation includes natural-gas fired units at Smith Station, which has a summer rating 

capacity of 774 MW and a winter rating capacity of 989 MW, and five landfill gas-to­

energy facilities totaling 14.4 MW.6 Finally, EKPC purchases 70 MW and 100 MW of 

hydropower from the Southeastern Power Administration at Laurel Dam and the 

Cumberland River system of dams in Kentucky and Tennessee, respectively.7 

EKPC'S EFFORTS TO SECURE ADEQUATE CAPACITY 

EKPC has endeavored to secure adequate capacity since 2012 because of the 

potential loss of over 300 MW of capacity from possible plant retirements, i.e., 199 MW 

from Dale Station and 116 MW from Cooper Unit 1, due to more stringent environmental 

regulations, and the estimated increase in its total energy requirement of 1.4 percent 

per year over a 20-year period from 2015 through 2034.8 EKPC stated its "all-time peak 

demand of 3,507 MW occurred on February 20, 2015."9 Without any additional load 

growth or increase in load factors, EKPC's winter capacity falls nearly 650 MW short of 

5 Application at 3. The Dale Station consists of four units with a total of 199 MW. Unit 1 and Unit 
2 had a combined capacity of 50 MW and were permanently taken out of service on April 15, 2015. Unit 
3 and Unit 4 have a combined capacity of 149 MW and are scheduled to be placed in inactive status on 
April 15, 2016. 

6 /d. 

7 /d. 

8 
See Case No. 2015-00134, The 2015 Integrated Resource Plan of East Kentucky Power 

Cooperative, Inc., Integrated Resource Plan ("lAP") at 2 (filed Apr. 21 , 2015). 

9 Application at 4. 
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its historic peak winter demand when the Dale Station is closed in 2016.10 This capacity 

shortfall subjects EKPC to volatile power prices in the wholesale market, as 

demonstrated during the 2013-2014 winter Polar Vortex event.11 In addition to the past 

two winters which were occasioned with periods of extremely cold temperatures, the 

ongoing nationwide shift in electric generation fuel sources from coal to natural gas and 

the expansion of stricter federal environmental regulation have combined to make the 

ownership of electric generation peaking resources a strategic imperative, EKPC 

states.12 The need for capacity was recognized several years ago and has been the 

source of a Request for Proposal ("RFP") issued in 2012 and one prior Commission 

proceeding.13 

To address this shortfall of capacity, EKPC retained The Brattle Group ("Brattle") 

in May 2012 to assist with an RFP solicitation and to provide independent analysis of 

the power supply offers submitted in response to the RFP.14 EKPC stated that "[t]he 

2012 RFP was structured to compare the costs required to bring the Dale Station and 

Cooper Station Unit 1 into compliance with the Mercury and Air Toxic Standard 

[("MATS")], with the costs of alternative power supply options available in the market."15 

10 /d . 

• 11 /d. 

12 Application at 1 and 7. 

13 Case No. 2013-00259, Application of East Kentucky Power Cooperative, Inc. for a Certificate of 
Public Convenience and Necessity for Alteration of Certain Equipment at the Cooper Station and 
Approval of a Compliance Plan Amendment for Environmental Surcharge Recovery (Ky. PSC Feb. 20, 
2014). 

14 Application at 6. 

15 /d. 
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